
 
 
 

Trillion Partners, Inc. 
9208 Waterford Centre Blvd., Suite 150 

Austin, Texas 78758 
 

 
August 31, 2010 

 
Michael Deusinger 
USAC, Schools and Libraries Division 
Phone: 973-581-6750 
Fax: 973-599-6515      Delivered via E-Mail 
E-mail:  mdeusin@sl.universalservice.org 
 
Federal Communications Commission 
Attention:  Gina Spade, Deputy Division Chief 
Telecommunications Access Policy Division Delivered via Electronic Comments Filing System 
445 12th Street SW 
Washington, DC 20554 
 
RE: Response to USAC and Appeal to FCC: Nederland Independent School District letter dated 
August 25, 2010 
 
Dear Mr. Deusinger and Ms. Spade, 
 
On behalf of the Board, investors and management team of Trillion Partners, Inc., please accept this 
response to the Intent to Deny Letter from USAC to Nederland Independent School District dated 
August 25, 2010.  Additionally, please accept this letter as a simultaneous appeal to the FCC of the 
Intent to Deny, requesting that all of the applications as referenced in such letter be approved for 
funding. 
 
Due to the magnitude of the proposed denial and the substantial delay in the issuance of USAC’s 
currently proposed intent to deny, Trillion and all of its affected customers are under a severe hardship 
and request expedited resolution of this matter. 
 
Trillion Partners is responding to this letter because thousands of students will likely be denied crucial 
educational access.  Trillion constructed a broadband network in this portion of Texas, with its 
customers relying on the consistent approvals by USAC in years past.  The approval of this application 
is needed in order to continue to support these children who rely every school day on Trillion’s 
embedded investment of this broadband asset.    
 
During a phone conference on June 9, 2010, Mr. Scott Barash indicated that our comments would be 
accepted and included as part of USAC’s review of the application.  This must in no way be considered 
a delay in the FCC’s immediate consideration of this urgent appeal. 
 
Background    
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Nederland Independent School District located in Nederland Texas was the very first customer of 
Trillion.  Trillion implemented a wide area network and later a phone system to support the needs of 
the school district.  The school district has acted as a reference for Trillion, and has spoken at 
conferences about their implementation. 
 
Response to Questions 
 
August 25, 2010 
 
 
Cindy Laird 
NEDERLAND ISD  
(409) 724-2391 
Form471#s: 443709, 445012, 445556, 447549, 515442, 515547, 515596, 555276, 557384, 557425, 
557454, 604325, 604557, 604595, 604629, 604662, 660368, 660400, 660592, 661218, 661617, 
724887, 724929, 724947, 724960, 724986  
 
 
Ms. Laird, 
Based on documentation that has been provided by Trillion Partners, all Trillion FRNs within 
Form471#s: 443709, 445012, 445556, 447549, 515442, 515547, 515596, 555276, 557384, 557425, 
557454, 604325, 604557, 604595, 604629, 604662, 660368, 660400, 660592, 661218, 661617, 
724887, 724929, 724947, 724960, 724986 will be denied or subject to commitment adjustment because 
you did not conduct a fair and open competitive bid process free from conflicts of interest.  The 
documentation indicates that you were offered and accepted valuable gifts and meals from Trillion 
immediately prior to and/or during the process you conducted to select a service to provide these goods 
and services from the service provider you selected, Trillion.  These gifts and meals show that you 
engaged in non-competitive bidding practices in violation of program rules.  For additional guidance 
regarding the competitive bidding process, please refer to the USAC website at: 
http://www.usac.org/sl/applicants/step03/run-open-fair-competition.aspx. 
 
If the FRNs should not be denied and you have alternative information, please provide 
the supporting documentation. 

 
If you fail to respond to this email within 7 days, we will perform the action(s) listed above. 
 
If you have any questions, please contact me at 973-581-6750.  Thank you.   
 
Michael Deusinger 
USAC, Schools and Libraries Division 
Phone: 973-581-6750 
Fax: 973-599-6515 
E-mail:  mdeusin@sl.universalservice.org 
 
 
The facts provided in the letter from USAC list events that, in each instance, are in full compliance 

  
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with state and local procurement laws and regulations. Also, the first expense associated with this 
applicant is 12 months past the original contract award date. As has been provided in a letter to Scott 
Barash of USAC dated June 8, 2010, Trillion has already described how the FCC guidelines regarding 
meals, gifts and gratuities are based on state and local procurement rules, not a separate federal 
standard.  Also as we previously outlined, Trillion is aware of the Notice of Proposed Rulemaking 
dated May 20, 2010, soliciting public comment on a potential rule which would extend current rules for 
Executive Branch employees to employees of governmental entities that participate in the E-Rate 
program.  As of this writing, not only has this new proposed rule not yet been approved, it is definitely 
not being proposed to apply retroactively.  This means that this proposed rule did not and will not apply 
to the facts you describe to form the basis for the proposed denial.  Furthermore, Trillion currently 
operates under a strict Code of Conduct which would fully comply with the FCC’s proposed guideline.  
In all instances, the facts you describe regarding Trillion did not affect the competitive bidding process 
and were in full compliance with all applicable competitive bidding and procurement requirements. 
 
Regarding Visionaries in Technology Education Counsel (“VTEC”), as provided in the letter to Mel 
Blackwell dated June 8, 2009, VTEC was an educational conference for existing Trillion customers 
after they were under contract with Trillion.  This was a participant-driven conference focused on 
education-oriented best practices.  The main goal was improving education and the application of 
technologies to achieve this goal.  Guest speakers included nationally renowned speakers including a 
University professor and an learning technology expert, neither of whom were associated with Trillion.  
Each participant shared their thoughts in an open discussion forum on what they generally thought 
would shape education in the years to come.   
 
Expenses associated with the VTEC conference in no way affected any competitive bidding process 
and only applied to existing customers who wished to discuss education issues with their peers.  This 
conference was in full compliance with all applicable state and local procurement guidelines.   
  
The amounts spent on meals or other routine business expenses were trivial and could not have 
possibly influenced a decision that would ultimately be made by the School Board.  Furthermore, no 
member of the School Board or decision maker received any such expense.  The fact is, Trillion 
invested $606,814 million in order to construct a network providing critical services with a total 
contract value of $1,638,470, while the amount of the routine business meals and expenses only 
amounted to $3,096 over a eight year period, all expenses occurred after this was an existing customer 
and never went to any individual with decision making authority.  
 
In summary, this customer’s actions were in full compliance with state and local procurement 
guidelines in effect at the time.  The currently proposed FCC rule on gifts and gratuities has not been 
approved and is not proposed to apply retroactively to the time period in question.  The amounts of the 
routine business meals and expenses were trivial and were never given to decision makers.  Therefore, 
the customer’s actions did not, in any way whatsoever, improperly affect the competitive bidding 
process. 
 
Trillion respectfully requests that this application not be denied based on this issue. 
 
 
Sincerely, 
 

  
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Trillion Partners, Inc. 
 
 
Attachments: 
 

 Trillion Account Summary and Review June 8, 2009 – Nederland Independent School District 
 Letter to Mr. Scott Barash dated June 8, 2010 

 
 
 
cc: Catriona Ayer, USAC 
 Irene Flannery, FCC 
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Trillion Account Summary and Review 
 
Customer Information 
 
Name NEDERLAND ISD 
Address 220 N. 17th Street, Nederland, TX, 77627 

 
Billed Entity # (BEN) 141370 
Lead Sales Representatives Matt Tankersley, Hal Baylor, Randy Wright, Juan Salinas, Andy Pilarcik 
Customer of: 
(Direct Sales Communications) 

Gary 
Gaessler 

No 
Roger 
Clague 

No 
Steve 
Davis 

No 
 

Trillion/E-RateConsultant 
Communication 

None 

Customer Status Active, First customer in Texas. Serves as reference including open 
house and site visits.  Attended multiple conferences. 
 

 
Contract Information 
 
ContractNumber      Award 

Date 
End Date 470 Number 470 

Date 
FRN 
Number 

471 
Number 

N/A 02/20/03 06/30/08 280330000449630 01/08/03 1088053 398020 
N/A 02/20/03 06/30/08 280330000449630 01/08/03 1224788 443709 

       
       
       
       

 
 
Extensions/Renewals/Upgrades 
 
ContractNumber      Award 

Date 
End Date 470 Number 470 

Date 
FRN 
Number 

471 
Number 

N/A 01/14/04 03/30/09 490730000464078 10/28/03 1227021 445012 
N/A 01/14/04 06/30/09 490730000464078 10/28/03 1092989 399726 
N/A 12/03/04 06/30/08 100570000501904 09/22/04 1228090 445556 
N/A 01/11/05 06/30/09 199990000516991 12/03/04 1232057 447549 
N/A 02/08/06 06/30/11 640410000553513 11/22/05 1418448 515547 
N/A 02/08/06 06/30/11 640410000553513 11/22/05 1418496 515596 
N/A 02/08/06 06/30/11 640410000553513 11/22/05 1418190 515442 
N/A 02/08/06 06/30/11 640410000553513 11/22/05 1531817 555276 
N/A 02/08/06 06/30/11 640410000553513 11/22/05 1536990 557384 
N/A 02/08/06 06/30/11 640410000553513 11/22/05 1666086 604595 
N/A 02/08/06 06/30/11 640410000553513 11/22/05 1666123 604629 
N/A 02/08/06 06/30/11 640410000553513 11/22/05 1805140 660592 
N/A 02/08/06 06/30/11 640410000553513 11/22/05 1804720 660400 
N/A 01/16/07 06/30/11 583970000601444 12/06/06 1537088 557425 
N/A 01/16/07 06/30/11 945060000601721 12/05/06 1537142 557454 
N/A 01/16/07 06/30/11 945060000601721 12/05/06 1665503 604325 
N/A 01/16/07 06/30/11 945060000601721 12/05/06 1666005 604557 
N?A 01/16/07 06/30/11 583970000601444 12/06/06 1807274 661617 
N?A 01/16/07 06/30/11 945060000601721 12/05/06 1804653 660368 
N/A 01/15/08 06/30/11 311640000648749 12/11/07 1666241 604662 
N/A 01/15/08 06/30/11 311640000648749 12/11/07 1806497 661218 
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Expense Summary 
 
Governing 
State 

Texas 

Business Meals  In compliance with state guidelines 
Gifts & 
Entertainment  

In compliance with state guidelines 

 
Customer Communications 
 
Communications 
Provided 

Begin Date 3/5/2003 End Date 1/10/2008  

Customer 
Communications 
Summary 

Generally the communication between Trillion and Nederland school district is 
normal in the course of a competitive bid.  However, Trillion notes the following: 
 
In and e-mail titled “Nederland Agreement – Score Board” dated 12/29/2005 
from Bear Poth of Trillion to Cindy Laird of Nederland, Bear sends an agreement 
for sponsorship/advertising of a scoreboard.  Nederland has been one of Trillion’s 
most vocal references and after Category 5 Hurricane Rita destroyed the previous 
scoreboard at the school district, Trillion agreed to sponsorship of a new 
scoreboard in return for advertising space.  A copy of the advertising agreement 
is attached. 
 

 

inteJ·



June 8th, 2010 
 
Mr. Scott Barash 
Chief Executive Officer 
Universal Service Administrative Company 
2000 L Street, N.W., Suite 200 
Washington, D.C. 20036 
 
 
 
Dear Scott, 
 
On behalf of the Board, investors and management team of Trillion, I want to send a sincere 
thanks for applying additional resources to Trillion's applicants. Yet, as communicated via 
emails and phone calls from Ron Reich of Intel, Trillion Partners has reached a point of 
insolvency and imminent bankruptcy given an extended lack of funding under the E-Rate 
program.   As referenced in the letters to the E-Rate Executive Director last January, and last 
month to Chairman Genachowski,  Trillion has undergone enormous strain and on-going 
financial damanges due to multi-year delays in processing in excess of $17M in applications.   
USAC committed to process a minimum of 50 applications by yesterday, the 7th of June.    
Trillion is now aware of disposition on some of the 50 promised applications, which in some 
cases stretch back to 2006.    
 
Trillion is now aware that USAC recently sent letters to at least 13 Trillion customers over the 
last few days, indicating intention to deny their applications.   This letter details the 
overarching policy context and cites reasons in specific cases as to why applications in this 
group of 13 have been incorrectly processed after very lengthy delays.  This letter is a final 
appeal to hopefully prevent an avoidable and catastrophic series of service disruptions.   We 
strongly believe that a “fair and open competitive process” was not impaired by a conflict of 
interest, and that the regulations and rules have been misapplied and the facts misinterpreted 
in each of these applications.    We urge that USAC immediately reconsider these specific 
applications and approve them for funding.   If these actions are not corrected immediately, 
the company does not expect to have funds on Monday June 14th  to make its payroll 
obligation and to make payment on long overdue obligations to circuit suppliers.  We expect 
the to be forced to close its doors and to discontinue service to over 600,000 students and 
22,000 school administrators.  The market will be left with one less competent service 
provider in direct conflict with the FCC’s goal of promoting a competitive environment to 
deliver the best broadband services to schools at the lowest cost. 
 
Trillion has endeavored, based upon years of USAC guidance and training, to make sure that 
its approach is consistent with state, local and FCC procurement rules.  Trillion believes that 
the data provided by Trillion to USAC supports this.  However, it appears that USAC is basing 
potential denials on rules that have never been formally adopted or interpretations of data that 
are not consistent with the facts as provided in the documentation by the company.  We are 
alarmed that USAC is applying potential rules retroactively to applications as far back as 
2004.  The results of these practices are seemingly to single out Trillion in a manner that if 
applied universally across all service providers would result in denial of the majority of all 
applications put forth for E-Rate funding to USAC. 



 
Based upon the 13 letters received thus far, the following are policies are that have been 
incorrectly applied. 
 

 Gifts and other expenses that are allowable 
 Consortium member approval prior to bid 
 470 related communications by a vendor 
 Communications allowable by an incumbent vendor with its customer 

 
Below we provide factual evidence that clears any suspicion of conflicts of interest or other 
issues that may have prevented a fair and open competitive process on the example 
application under review.   We believe that for each and every of the 13 applications in 
question,  that the facts support the same strict and clear compliance with all rules 
communicated by USAC.   Each of these applications must be swiftly approved so that further 
misapplication of rules and unjust financial damage to company can stop immediately.   For 
example, Trillion was recently provided a letter from USAC dated June 3, 2010 to a Trillion 
customer, Houston County Board of Education, that threatens denial of their E-Rate 
application. In this letter, the applicant, Houston County Board of Education, is told that its 
application for E-Rate funding will be denied in full due to a $26 meal provided by the school 
district’s incumbent service provider, Trillion.  The letter solely points to this meal as reason for 
impending denial. 
 

“Based on the documentation that you or Trillion Partners, Inc. have provided, the 
entire amount of FRNs 1786841, 1786824, and 1809620 will be denied because you 
did not conduct a fair and open competitive bid process free from conflicts of interest.  
The documentation you or Trillion provided indicates that you were offered and 
accepted valuable gifts, in the form of a meal, immediately prior to the process you 
conducted to select a service to provide these goods and services from the service 
provider you selected.  This gift show that you engaged in non-competitive bidding 
practices in violation of program rules.  For additional guidance regarding the 
competitive bidding process, please refer to the USAC website at: 
http://www.usac.org/sl/applicants/step03/run-open-fair-competition.aspx. 
 
The gift was in the form of a meal at Pig Out BBQ 1 on January 6, 2009 in the amount 
of $26.34.”  
 

This letter raises many concerns.  The reviewer is basing this pending denial on several 
inaccuracies.  As an example, FRN’s 1786841 and 1786824 are continuation requests of a 
contract that was signed in January of 2008, a full twelve months before this meal was 
provided.  The school district has been a customer of Trillion’s since 2006, when Trillion 
acquired the contract from another company.   How could a $26.34 meal to a non-decision 
maker influence a Superintendent and the Board of Houston County to make a decision to 
award a contract for $348,804 over a three year term, when the contract award occurred a full 
year prior to the meal? 
 
USAC also seems to be ignoring its own guidance regarding its policy on meal expenses.  In 
a letter from USAC to Trillion dated April 8, 2009, where USAC expresses its concern about 
meals and other gifts, USAC states that the applicant must comply with “all applicable state 



and local procurement laws”.  We have done that in this instance, as well as all others.  We 
are happy to provide any details on specific state laws if necessary.  None of USAC’s training 
materials adequately address these issues, but we have followed any and all guidelines made 
available.   
 
Trillion is also aware that in the Notice of Proposed Rulemaking dated May 20, 2010, a new 
rule is being proposed: 
 

“Service providers may not offer or provide gifts, including meals, to employees or 
board members of the applicant” 

 
This proposed rule is based upon 47 C.F.R. §§ 1.3001, 1.3002, which governs the 
“Acceptance of Unconditional Gifts, Donations and Bequests” currently in place for Executive 
Branch Employees, not state or local employees. Trillion fully supports the proposed 
rulemaking.  In February of 2009 and 15 months prior to the NOPR, Trillion instituted a 
“Trillion Code of Conduct” that prohibits Trillion employees from providing gifts of any form to 
any governmental employee.  We believe that all vendors should be held to the same 
standard to which  Trillion has been holding its employees for over a year. However, it is 
neither legal nor fair to apply this proposed rule to applicants retroactively. 
 
It is our experience that the occasional provision of meals and entertainment is the industry 
standard practice engaged in by the majority of service providers.  Ex post facto application of 
new rules to Trillion would raise questions re the legitimacy of many other service providers.   
 
In addition to our concern that the law is being misapplied to Trillion, we have learned that a 
USAC employee told a Trillion customer that it would be better served by canceling the school 
district’s funding request for Trillion services.  An excerpt from this letter Trillion had received 
cancelling our contract to provide services is as follows: 
 

“In conversations with USAC, we have been informed that these funding requests will 
be expedited if the request for E-Rate funding for Trillion services is cancelled.” 
 

This letter raises serious concerns about the fairness of the USAC review.  
 
Consistent with USAC’s corporate charter to “ensure that schools and libraries have access to 
affordable telecommunications and information services,” this situation needs immediate 
correction. E-Rate funding for prior years should not be denied to applicants on the basis of 
retroactive application of proposed rules, misapplication of the facts or unduly burdensome 
audit practices.  We are confident that a rigorous evaluation of the law and the facts will 
vindicate Trillion. However, time is of the essence. Unless these clear errors are not 
expeditiously corrected, we expect imminent loss of control of our company and the systems 
serving 600,000 students and 22,000 administrators and teachers in primarily rural and 
underserved areas will go dark. 
 
 
Sincerely, 
 
Trillion Partners, Inc. 
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